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Abstract 
There are change factors - external and internal - have a significant impact on business in terms of achieving long-term sustainable 
success. Therefore, there is a challenge for the present leadership to handle, plan and implement change successfully. Next questions 
which highlighted the role of leadership as a strategic asset that organizations need to address and deal with the situation rapidly 
changing business trends? In turn, most of the questions are answered by the experts highlighted the important role of the visionary 
leadership of skilled innovative approach, as a key component to managing organizational change and business environment. 
© 2015 The Authors. Published by Elsevier Ltd. 
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1. Introduction 
Various viewpoints of different theories have been submitted by the experts to explain and identify the 
characteristics of effective leadership in an organization, and between theory that is often discussed is situational 
leadership theory of Fiedler which highlights three main factors that have an important influence on the performance 
of the leaders , namely: 
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x Leader-subordinate relationship, this theory describes the dynamics of the relationship between leaders and 
subordinates, namely to what extent the subordinates have confidence in their leaders, and conversely how much 
the leaders can lure and respected as a source of inspiration for his subordinates; 
x The structure of the task, this factor speaks about the nature of work of the workers, if the nature of the work was 
routine, monotonous, requiring teamwork, and so on, so it can be managed to get the maximum work output of the 
workers; 
x The position of power, positions of power here is the power or authority possessed leadership in an organization. 
A leadership with decision-making authority, and simultaneously implement the decision with full powers, 
basically required to handle and manage organizational issues with confidence (Frederickson, 1996). 
x Destination-tiered theory, this theory claims that most successful leaders are those who are able to keep their 
workers motivated, by setting and create a workflow that is clearly aligned with the vision that has been agreed. 
The main characteristics of leadership according to this theory is that in order to motivate teamwork in meeting 
organizational objectives, it is necessary to keep the rhythm control activities and the results of their work. The 
leaders will also pay tribute to the workers by providing a "reward" for the discipline and the achievements they 
have shown, in order to maintain and improve morale and confidence in their ability to work. Leadership styles 
theory, this theory highlighted the high quality decisions on the organization, which was agreed by both parties, 
both workers and leaders or superiors. In this model the different styles played by leaders in making the right 
decision. This theory also led the leaders to find a level of participation of the workers who may be part of the 
decision-making process. 
x The theory of transformational leadership, this theory explains the changes made by leaders in significant ways. 
The way the question is to win the trust of the workers against the leaders. It is hoped that workers can increase 
their output by performing work activities with a better way to achieve organizational goals. The main 
characteristic of transformational leadership is that they are able to increase the confidence and consciousness of 
the workers, so that they can improve their performance, and at the same time are able to develop their personal 
careers. Transformational leadership is also expected to increase the level of dedication and motivation of workers 
for the progress of the organization, even with disregard their personal interests. Transformational leadership 
qualities include: 
a) Ability to work as agents of change; 
b) The courage to take steps breakthroughs; 
c) Trying to trust the abilities of others; 
d) Have the values and characteristics; 
e) Ability to learn well; 
f) Have a strong mental model to work in complex situations; and 
g) Have a clear vision. 
 
2. Discussion 
In this case, the experts have done a debate and discussion in order to establish leadership traits or characteristics 
of different viewpoints. Thus, there are a number of differences of opinion and approach in analyzing the 
characteristics of leadership, but almost all of them agreed that the leaders should have a number of qualities to be an 
effective leader. In addition, experts also believe that the leaders need to have an innovative approach to encourage 
the creation of innovative climate and culture within the organization he leads. The question then is what kind of 
innovation should be developed for their organizations? In the view of the experts, that innovative approaches need 
to be supported by the visionary insights of leaders. That is, an innovative approach alone is not enough, but it is also 
necessary that the leader's vision can provide direction and motivation to move. Similarly, vision alone is not enough 
for the development and sustainability of the organization, then the rest is how its implementation (Karim, 2003). It 
is important a leader is able to create and have a clear vision, but more important is how to take steps to achieve that 
vision. There are five (5) common qualities that need to be owned by the leaders so that they can realize their vision, 
namely: 
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a) Ability to formulate plans and / or strategies to achieve their vision; 
b) Ability to communicate their vision in order to socialize and expand support change; 
c) harmonize the human aspect, with the support system and vision of the organization to give confidence that there 
would be no procedural and structural barriers in the middle of the road in the process of achieving this vision. 
Similarly, leaders must be good at creating an atmosphere conducive to the workers so that they can work with 
full dedication and motivation, so that a vision increasingly easy to achieve or be realized; 
d) Ability to empower workers so that their actions are consistent with the vision that has been formulated, to the 
commitments, and let them work with full confidence to show maximum work output in order to achieve 
organizational goals; and 
e) Ability to motivate workers to their work by using the maximum ability to accomplish the tasks that have been set 
in a specific time. 
Thus, good vision and innovative approach to encourage the leaders to work more effectively in running the 
organization and at the same time be able to overcome all the problems. But instead it simply, there are other leadership 
qualities which can play an important role in dealing with organizational problems. In other words, there are other 
important qualifications of leadership factor is required, which is in addition willing to take big decisions, also dared 
to initiate the process of organizational change. 
Many scholars have argued about the importance of organizational change. Some of them argue that it is good for 
the sustainability and success of a business, partly that an amendment could provide a competitive advantage in today's 
market arena increasingly intense and sharp. 
A planned change is essentially related to management policies, which in this case the management plan deliberate 
effort to make something happen. To that end, a strong commitment and systematic approach is necessary, and the 
most important is the cornerstone in the form of mission and organizational objectives are stated explicitly. A change 
in the organization can influence the strategy, tasks, or factions within the organization. There are different types of 
change that is consistent with the nature of the organization and its environment, but the organization can also adopt 
a minor change or gradual, or even can also perform radical change on a broad scale and complex, through a radical 
transformation as well. We've discussed the three phases of organizational changes commonly adopted, namely 
liquefaction (unfreezing), activation and clotting back (activation and refreezing). Unfreezing is to change the attitude 
and behavior of workers and their working environment. This is a kind of very important changes that require 
structural changes to managing change in the attitude and behavior of workers simultaneously, and involvement in 
the activities of the leader is crucial. It takes also a strong commitment from all parties to support a shared vision or 
aspirations. Activation is the next phase in which the top management of an organization to identify, formulating, and 
implement appropriate strategies. In this phase is also crucial decided on a strategy change, if done gradually or 
radically. In this case, the leader's vision is also very important in formulating and implementing strategies. Any 
strategy formulated in the activation phase or moving an amendment. The final step is the freezing phase back 
(refreezing) where leaders help stabilize the back of a change so that it becomes integrated into the status quo situation. 
This last step is the most important thing to be understood by the leaders. Because if this refreezing effort incomplete 
or imperfect, then a more effective change needs to be continued. However, a change is a cycle, where a freezing back 
(refreezing) may encourage the possibility of further changes. 
Of course, a very important quality of leadership for organizational change, especially in dealing with resistance, 
confusion, exploration and management commitment. There are a number of unpredictable behavior associated with 
the stages of change, in which effective leaders will look at the changes in an efficient manner and respond to it 
appropriately in order to get immediate support and commitment of the work team. Likewise leaders need to make 
changes planned and constructive, especially with regard to the handling of human emotional reactions. 
In short, organizational change is a deliberate attempt made by the leadership, leadership or management to deliver 
the organization towards improved. Certainly there are many reasons or motivations behind the change process, 
including internal and external pressures, namely in the form demands the use of new technologies, socio-cultural 
aspirations, and a number of other economic factors. In order to deal with internal and external pressures, then an 
organization need to make changes, and it is the demands of the times. An organization that does not adopt the slightest 
change, have the possibility to not be able to survive long in the market. In other words, an organizational change will 
provide significant benefits, for example, to increase competitiveness and financial performance, increase job 
satisfaction and customer satisfaction, and that is important is to always steer the organization towards improved 
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continuously and sustainably. 
A process of change is very challenging for the organization and can steer the organization towards the path of 
success. A process of change will help meet the future needs and be able to compete with other market players in an 
effective way. The experts also highlighted that organizational change can involve leaders with diverse and complex 
market situation (Gore, 1993). There are various different types of forces that can affect the organization to make 
changes, and those forces to create increased efficiency and better services, at the same power that leads to an 
innovation. An organizational changes are well planned and carried out in a structured manner can lead to continuous 
improvement and innovation. 
Thus, an organizational change process must be managed to ensure that the organization consistently move toward 
goals, objectives and even a new vision of an organization that has been set. At this time, a number of organizations 
are facing pressure - both internal and external pressure - which makes change inevitable. There will always be 
pressure on an organization to balance these forces (Siddiquee, 2007). A factual claim is how to manage the 
expectations of customers, employees and management, which would require changes to meet their expectations are. 
It has often been discussed earlier, that the organizational changes necessary to stay in business in the era of fierce 
competition and ever changing technology demands of global trends. Therefore, organizations need to respond to 
changes, it remains compatible and understand, adopt and implement the appropriate changes. Changes has been the 
demands of the times, and even as the sustainability of business success. In a technology-oriented world as it is today, 
required the development and success of the ever-changing business exponentially. Organizations need to change and 
innovate in response to environmental changes. Through the innovation of an organization need to identify new ways 
to provide collective resources for doing an innovation (Siddiquee, 2007). Innovation in simple words can be defined 
as a change in the way things are done, in order to create new things that are useful (Osman, 2003). This can be seen 
from the standpoint of changes in the products or services that involve the evolution of features, or change the way 
new "in view of the world". The term innovation can be viewed from various perspectives, including technology, 
economics and business, the global environment and the socio-political culture, customer and market trends, behavior 
and organizational change and a number of innovative approaches where the phenomenon can be seen from the point 
of view of the organization in a different perspective (Siddiquee, N.A, 2007). Innovation can also referred to as growth 
and improved organizational performance, which can cause an organization to move towards sustainable success. 
Partly from the experts see the change as a cause of organizational innovation organizations which succeeded in 
increasing the level of personal creativity of an organization, which in turn triggers innovation organization as a whole 
(Siddiquee, 2007). 
In a research report on "innovation organizations in other parts of the EU", Siddiquee, (2007) concluded that 
successful organizational change can increase the level of flexibility and performance of the organization, so that the 
organization can be put through innovation and continuous improvement. In addition, an organization that is 
successful in the learning process of undergoing a change, it can be an organization that is responsive to innovation. 
There are a number of factors that can be attributed to organizational innovation, and that would be a clue that an 
innovative organization can not be claimed as a result of a single factor alone. And indeed, in fact, an innovation can 
involve a combination of various factors that may be the reason for the organization to innovate. Presumably, most 
organizations are now starting to agree that effective leadership is the most significant factor contributing to the 
performance of the organization, assuming conducted a thorough organizational change. Intelligent leaders are those 
who have a "savings" of skills gained from their experience in effectively and efficiently managing the various tasks 
of everyday organizational life. In short, an effective leadership is always required to bring effective change (Oyungi, 
1996). Salleh (2007) highlights the existence of a number of obstacles that may affect the efforts of management to 
make changes, which includes the culture of secrecy, a culture of individualism and the culture of silence. Thus, 
competent leadership should be able to handle and manage a number of these obstacles. According Salleh (2007) 
competency of leaders is the ability to manage skills and a number of other knowledge. 
Related to Small and Medium Enterprises, it takes innovative leadership in the area of public (government). 
Because based on the findings of this research known that increased innovation of SMEs is highly dependent on the 
innovation of existing public leadership. 
Research conducted at 12 SME food in Sidoarjo is known that a) Needs improvement related to organizational 
aspects, namely SME cooperation and networking in support of SME innovation. This is done by elements of SMEs, 
the government and the market; b) Needs improvement related aspects of SME institution that is about cooperation 
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and networking in order to support the innovation of SMEs. This is done by elements of SMEs, the government and 
the market; c) Needs improvement SMEs function is related aspects of cooperation and networking in support of SME 
innovation. This is done by elements of SMEs, the government and the market; d) Needs improvement activities 
related aspects of the functioning of SMEs, namely cooperation and networking in support of SME innovation. This 
is done by elements of SMEs, the government and the market; and e) Needs improvement related aspects of the 
organization, institution, function, and activities of SMEs. Fifth findings above can be achieved through the 
application of innovative leadership. 
2.1 Innovative Public Leadership  
Innovation is crucial in meeting global challenges Including climate change and resource scarcity. It is also needed 
to stay competitive. Innovation should be a priority but awareness of the urgency of the need to innovate is sometimes 
lacking. Innovation is not just or even mainly about new technologies or procedures - implementation is key but is 
sometimes slow. For many problems reasonably good solutions exist too, so there is no justification for policymakers 
to wait until the ideal technological fix comes around. Many problems are pressing and need to be tackled now (Salleh, 
2007: 100). 
According to him, the creative and innovative process is only done by people who have the creative and innovative 
personality, that is, those who have a soul, attitude and entrepreneurial behavior, with characteristics; (1) Full of 
confidence, the indicator is full of confidence, optimistic, committed, disciplined, responsible; (2) has initiative, the 
indicator is full of energy, deft in the act, and active; (3) has the achievement motive, the indicator consists of results 
orientation and insight into the future; (4) has the leadership, the indicator is the dare to be different, trustworthy, and 
resilient in the act; (5) took a risk by calculating (hence like a challenge). Osman (2003) describes the definition of 
entrepreneurship in the psychological aspect, namely the nature of entrepreneurship is associated with behaviors 
themselves are more likely to focus on the inside (where the successes achieved and the strength of the results of its 
own efforts, not because of luck). These include personal traits such as diligent, industrious, innovative, creative, and 
the spirit of constantly evolving to be independent. 
Various studies, among others, were carried out by Ministry of Cooperatives and SMEs in 1996 states that 
leadership is the key to the success of SMEs. Successful SME success was not only because of their expertise, but 17 
is also affected by many factors, among others, the entrepreneurial spirit and creativity of the individual who gave 
birth to innovation (Salleh, 2007). 
Osman (2003) explains that one of the program to improve the capabilities of SMEs are often implemented in order 
to improve human resource capacity is the leadership development of SMEs. Leadership development aimed at 
improving the independence of business, business skills, and leadership in the SME sector, which is expected to 
improve the competitiveness and quality of SME operations. 
2.2 Innovative Public Leadership For Food SME’s in Sidoarjo Regency 
Leaders who succeed in SMEs exhibit behaviors and characteristics that have been mentioned in the innovative 
leadership style. Founder SMEs set direction by developing a vision of the future. By communicating this vision, it 
will provide inspiration for himself and his employees to overcome the difficulties that arise in the organization. SME 
leaders can act as a leader and manager as well as other roles in the start-up phase. 
Leadership begins with vision and without vision, effective leadership can not be done. Four principles to 
implementing the vision will make small business leader stronger and more effective. Sharing personal goals with 
employees is vital in communicating the vision. The vision must be communicated to all employees. Command and 
control management style only, but by putting the work and take corrective action does not show the vision of a leader. 
A leader must provide a clear vision of what the organization later. 
For small business leader, depending on the number of employees in the organization, which can be communicated 
verbally, in writing, or both. Effective leaders understand that employees who know what they and the company stand 
will be easier to commit. People who are committed and work as a team and produce quality results. Another principle 
is to rely on a clear vision that covers all stages of business. Coverage vision is more than just services and products. 
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Uphold the vision, link customers with employees, and internal processes. Employee talent is part of the vision and 
the employee must be informed in order to understand it. Principles associated with the change is important for the 
leader's vision. 
Everyone in the organization, including the leaders themselves must embrace change; thus, the vision also changed. 
At the time of establishment of the organization and previously, the change occurs. Communicating a vision to face 
the changes create a culture that can anticipate and lead to more changes than react to change. Concrete examples of 
the changes in the context of the vision should be shared with the employee to be understood. For example, product 
launch, customer service issues, sales scripts and new employee training will make the employees see the changes 
that occur in the various aspects of the company. On the contrary, it will strengthen the vision in the face of change. 
The final principle of sharing the vision of a leader is habit and behavior to be consistent and honest leader. The aim 
of sharing the vision is to strengthen the commitment to achieve organizational success. The inconsistency and 
dishonesty would destroy existing commitments. Employees must see integrity at all levels of the organization to 
serve the customers and the vision of the company with integrity. A good leader shares vision and do it consistently. 
It is important for leaders of SMEs to assign each individual task, action, and a commitment to support the company's 
vision. 
 
3. Theory Implications 
Having mentioned earlier that one of the purposes of this study is to contribute to the development of the science 
of public administration with particular regard to public management and human resource management, especially 
with regard to empirical support. Results of this study indicate that there is a positive influence between leadership 
style to the achievement of SMEs. These results have implications - implications for managerial policy that can be 
submitted to support the management practices, the leadership style is a variable that is complementary in the search 
for and explore opportunities - business opportunities are reflected through leadership participant variable includes 
employees in all activities of the company, which provides supportive leadership the freedom of employees to do the 
job, as well as instrumental leadership and standards governing the work of employees. 
 
4. Conclusion 
Based on the description and discussion in the previous chapter, then at the end of this the authors conclude in 
conclusion that there are three factors that can affect significantly the achievements of SMEs in Sidoarjo, namely a) 
innovative leadership greatly affect the performance of SMEs. b) Achievement of SMEs in Sidoarjo influenced by the 
innovative leadership shown from the results of the discussion in which is found the business achievement is 
influenced by the perception or the respondents' assessment of overall leadership participant. c) Achievement of SMEs 
in Sidoarjo influenced by the innovative leadership shown from the results of the discussion in which is found the 
business achievement is influenced by the perception or the respondents' assessment of overall innovative leadership. 
d) Achievement of SMEs in Sidoarjo influenced by the innovative leadership shown from the results of the discussion 
in which is found the business achievement is influenced by the perception or the respondents' assessment of overall 
instrumental leadership. 
Suggestions To improve the performance of SME in the form of increased sales volumes, profits and customer 
satisfaction can be given suggestions as follows: 
a) Based on the data collected, the researchers found that many small business owners have not had enough insight 
about the style of leadership in improving the achievements of SMEs that they run at this time. It is recommended 
that owners of SMEs to explore the concept of leadership style to improve the performance of their businesses. 
b) Based on the data collected, the researchers found that many owners of SMEs which have not implemented the 
attention of well-being, happiness, and comfort of employees. It is recommended that owners of SMEs more 
attention to the welfare of employees as in the intensity of salary, the happiness of employees such as letting them 
work with innovations of their own creation, and comfort of the employee as support facilities provided by the 
owner of the company. In addition to receiving the advice of employees, 12 SME owners tend to ignore the advice 
given employees of the company. 
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c) The owner of SMEs should be responsive to what is happening on the employees so that it will spur employees to 
increase productivity to drive higher business achievement in the form of increased sales volumes, profits and 
customer satisfaction of the competitors. 
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